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COUNCIL ON WAGE AND PRICE STABILITY
"The Voluntary Pay and Price Standards Have Had No Discernable Effect On Inflation," 
is the title of a 12/10/80 GAO Report to the Congress which is critical of the
anti-inflation program developed and administered by the Council on Wage and 
Price Stability since 10/24/78. The GAO Report concluded that the wage-price 
guidelines, in combination with other anti-inflation measures, were ineffective 
as a restraining influence on inflation. Citing continued problems in designing 
the standards, implementing the monitoring program, and administering the 
enforcement effort, the GAO recommended "that the Council refocus its anti­
inflation efforts by placing its highest priority on long-run measures to pro­
mote economic efficiency (in contrast to the short-run standards program)." In 
a related development, the CWPS recently announced a decision to suspend 
formal monitoring of wage and price guidelines for the remaining days of this 
Administration and to not adopt new standards. $9.7 million to assure the 
continuation of the CWPS until 6/5/81 were provided in a bill recently 
enacted into law (see the 12/15/80 Wash. Rpt.), and will allow the Council to 
continue processing all of the outstanding cases of probable non-compliance with 
the guidelines since the inception of the program.
FEDERAL ENERGY REGULATORY COMMISSION
The suspension of filing of FPC Form No. 1, Annual Report for Electric Utilities
Licensees and Others, reported in the 11/17/80 Wash, Rpt., was in error. The
report should have indicated that the suspension of FPC Form No. 1 filing was 
effective only as it applies to Federal authorities such as the Power Marketing 
Administrations within the Department of Energy, and the Water and Power Re­
sources Service and Bureau of Indian Affairs within the Department of the Interior. 
For additional information see the 11/12/80 Fed. Reg., p. 74715, or contact Ellen 
Brown at 202/357-8182.
FEDERAL RESERVE BOARD
Credit by brokers and dealers; proposal to delete provision permitting use of foreign
currency in a margin account is the subject of a proposed amendment by the FRB 
(see the 12/19/80 Fed. Reg. , p. 83510). The Board is proposing to amend Regula­
tion T and states: "It has been brought to the Board's attention that the existing 
language... .may permit the speculative holding of foreign currency and securities 
in a margin account." The Board believes that the proposed change "will clarify 
that such a possibility is prohibited and that transactions in foreign currency 
should be effected in the Special Commodities Account or the Special Miscellaneous 
Account." Comments should be received by 2/19/81, and are specifically asked to 
consider the impact, if any, the proposed amendment would have on the operations 
of foreign branches or affiliates of United States brokers and dealers. For 
additional information contact Laura Hcmer at 202/452-2781.
NATIONAL CREDIT UNION ADMINISTRATION
All Federally insured credit unions will be required to file a Financial and Statistical 
report on a semi-annual basis instead of annually if a proposed rule recently 
issued by the NCUA Board is adopted (see the 12/17/80 Fed. Reg., pp. 82955-56). 
Additionally, the Board approved the use of the current revised Forms FCU 109 
(a,b,c) by all Federally insured credit unions in preparing their semi-annual 
reports. Comments are requested by 1/17/81. For additional information contact 
Steven Bisker at 202/357-1030.
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SECURITIES AND EXCHANGE COMMISSION
Uniform requirements governing the content of, and periods to be covered by financial
statements included in shareholder reports and in prospectuses (or annual updates)
have been proposed by the SBC (see the 12/19/80 Fed. Reg., pp. 83517-29). Pro­
posed are amendments to forms under the Securities Act of 1933 and the Investment 
Company Act of 1940, and a revised rule under the Investment Company Act which 
w ould standardize the financial statement requirements in management investment 
company registration statements and reports to shareholders. In addition, open- 
end management investment companies would be permitted, at their option, either 
to incorporate by reference financial statements included in any shareholder 
report into the prospectus or to transmit a currently effective prospectus as 
the equivalent of any report to shareholders. All comments should be submitted 
in triplicate, on or before 2/16/81. For additional information contact Dianne 
O'Donnell at 202/ 272-2115.
TREASURY, DEPARTMENT OF
The AICPA has asked the Treasury Department for an "immediate expression of its inten­
tions1 regarding its controversial proposed rules for determining the debit or 
equity nature of instruments under Internal Revenue Code section 385. In a 
12/12/80 letter to assistant secretary Donald C. Lubick, William L. Raby, chair­
man, AICPA, Division of Federal Taxation, indicated that "as the effective date 
approached, there is extreme uncertainty in the business community as to the 
courses of action which must be pursued with respect to instruments which are 
being negotiated for issuance after the scheduled effective date." Mr. Raby 
further requested that "if the regulations are not to be currently adopted as 
proposed, the Treasury Department announce immediately that either: The final 
regulations will not apply to instruments issued sooner than 90 days following 
the issuance of the regulations or the regulations will be reproposed in their 
entirety, either solely as proposed regulations or as temporary regulations 
accompanied by a notice of proposed rulemaking." Treasury tax legislative coun­
sel John Samuels, has since indicated that "if the regulations are issued in 
final form, the effective date will be delayed several months." A formal 
Treasury response to the AICPA letter has not been made.
William L. Raby, Chairman, AICPA, Division of Federal Taxation, commended Donald C . 
Lubick of the Treasury Department for his "initiative in proposing the repeal
of the LIFO conformity requirement." In Mr. Raby's 12/16/80 letter, he expressed 
agreement with Mr. Lubick's comments to Senator Nelson (D-WI), that "repeal of 
the LIFO conformity requirement would save taxpayers, taxpayer representatives, 
and the Internal Revenue Service from having to deal with rules that do not 
directly affect the computation of tax liability and also would greatly simplify 
the use of the LIFO method of inventory valuation for small business." Through­
out the letter, the AICPA expressed its support for the repeal of the LIFO con­
formity requirement and offered its assistance in the matter.
SPECIAL: PROMINANT TAX PROFESSIONALS ADDRESS THE AICPA SEMI-ANNUAL TAX MEETING
Various government tax officials, as well as other prominent tax professionals,
addressed the AICPA Federal Tax Division's semi-annual meeting on 12/8-9/80 in
Phoenix, Ariz. Chairman of the Tax Division, William L. Raby opened the meetings 
by pointing out that the tax code, through a tax-based incomes policy, may be 
used as a vehicle for controlling inflation. Raby also indicated that indexing 
the code would be a viable response to the effects of inflation. According 
to Raby, a tax-based incomes policy provision, rather than wage and price controls,
-3-
may be used as a way to get a grip on controlling inflation through the tax system. 
Generally, a tax-based incomes policy provides incentives through the tax system 
for keeping wages at a guideline level or penalizes those who exceed the guideline 
level. Acting Internal Revenue Commissioner William Williams, said that IRS 
estimates that 600,000 taxpayers will benefit from the recently enacted one shot 
tax credit for 1980, which has $1,000 limit, to recover tax withheld as a result 
of royalty payments under the 1980 Windfall Profit Tax Act. Williams also 
noted that the IRS is presently revising its 1980 tax return to provide for the 
new credit and said that it is expected the revised form will be issued in 
January. Harvie Rranscomb, Chairman of the American Bar Association Tax Section, 
noted that the AICPA and the ABA will be working together in many instances to 
ensure that needed changes in the tax laws are initiated in the 97th Congress. 
Robert L. Davis, a member of the AICPA's Tax Division Executive Committee, high­
lighted some of the issues the Division discussed with the IRS at a meeting 
held earlier this year. In response to the AICPA request for clarification as 
to the penalty for failure to file partnership returns where there are fewer 
than 10 partners and all partners file detailed statements with their individual 
returns, the IRS indicated it is studying the problem and plans to provide guidance 
to taxpayers in the near future. On the possibility of an automatic six month 
extension for individual returns, the IRS is considering a proposal for an 
automatic four-month extension for individuals which would not be implemented 
before the 1982 filing season. Because the present automatic extension for 
corporate returns, which is three months, is set by statute, IRS said it is 
not yet sure whether additional automatic extensions for corporations could be 
granted administratively or would require legislation. IRS Assistant Commissioner 
for Compliance, Phil Coates, said that IRS had been putting increased emphasis 
on its information returns processing program, generally, and particularly 
payor compliance in the preparation of information returns.
For additional information, please contact 
Jim Kovakas, Gina Rosasco, Nick Nichols or Kathee Baker 
at 202/872-8190.
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